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and the higher the growth of output, the faster was everywhere
the expansion in consumption. One of the hobby-horses of many
economists and policy-makers is the oft-repeated reference to
the need for reducing consumption in order to raise investment,
or for "tightening the belt".
This belief is founded on a misunderstanding of the difference
between economic relationship at a point of time (static
basis) and over a period of time (dynamic basis). To put
it simply, the relationship between consumption and investment is
inverse at a point of time but direct over a period of time.16 The
emphasis given to the inverse correlation between consump-
tion and investment at a point of time is therefore, logically speak-
ing, meaningless. When it is said that if investment rises consump-
tion falls, the reference is no longer to a point of time but to
a change over a period of time. But over a period of time, the cor-
relation between investment and consumption is direct rather
than inverse because of the fact that the rise in investment works
towards raising the rate of overall economic growth and thus
bringing about the rise in consumption.
If a fairly rapid increase in both agricultural output by the in-
troduction of technical advances and industrial output (especially
of consumer goods) by fuller utilization of capacity is
attained, the problem of raising investment so as to attain a more
rapid growth is not difficult to tackle. In an economy where a
higher level and more "efficient" allocation of investment leads
to faster growth of national output, both consumption and invest-
ment can in the years to follow rise faster than in an economy
where investment is simply mantained at the existing low level
or has an "inefficient" allocaton. This may appear a perverse
position to the adherents of what Prof. Galbraith called "con-
ventional wisdom". But in essence, it is simple. On the static view,
investment pre-empts part of the available resources; but on the
dynamic view it adds to future*resources. Consequently, the larger
the rise in investment, the larger the expansion of resources avail-
*
18 For a detailed theoretical formulation of these relationships, see
Patel, Surendra J., "Savings, Investment and Economic Growth : A
Dynamic Approach*', in the Indian Economic Review, August 1959 ; also
Economic Survey of Europe in 1959 (U. N. Economic Commission for
Europe, Geneva), Chapter VII, pp. 28-29.

